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MACY’S IS HOST TO SECURITY ANALYSTS Some of the nation’s foremost security analysts 
cll | visited Macy’s in May, 1955, taking part in a 





field trip organized for them by The National 
Federation of Financial Analysts Societies. 
What they heard and saw is reported for stock- 
holders in a special section beginning on page 
21. Pictured here is Joseph M. Galanis, Past 
President of The New York Society of Security 


Analysts, who led the group as field chairman. 


THE ANNUAL MEETING OF STOCKHOLDERS of R. H. Macy & Co., Inc., will be 
held at 10:30 a. M. on Tuesday, November 15, 1955, at Hotel Statler, 7th Avenue and West 33rd 
Street, New York, N.Y., 18th floor, Penn Top. All stockholders are cordially invited to attend. 
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AND CONSOLIDATED SUBSIDIARIES 


FACTS IN BRIEF 


OPERATING RESULTS 


DI 


Net retail sales . 
Earnings before Federal income taxes 
Federal income taxes . 

Net earnings 


STRIBUTION OF EARNINGS 


Cash dividends declared on — 
Preferred stock . 
Common stock . , 
Earnings reinvested in the bostiees ; 


PER SHARE OF COMMON STOCK 


Taxes — Federal, state and local . 

Net earnings after preferred dividends . 
Dividends 

Net worth — book value 


FINANCIAL POSITION (as at end of year) 


Working capital 

Ratio of current assets to current liabilities 
Accounts receivable, customers — net 
Merchandise inventories on Lifo basis . 
Outstanding merchandise purchase orders . 
Property and equipment — net 

Long-term debt 

Investment of stockholders 


NUMBER OF STOCKHOLDERS (as at end of year) 


Preferred 
Common 


RETIREMENT SYSTEM FOR EMPLOYEES 
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Pension costs 


Profit sharing, which is beens on vin ae hited aces eas 31 ; 


" 


Year (52 weeks) ended 


July 30, 1955 


$376,422,000 
11,315,000 
5,700,000 
5,615,000 


$ 1,082,000 
2,751,000 
1,782,000 


$ 7.00 
2.64 

1.60 

39.33 


$ 66,897,000 
2.8 

$ 30,223,000 
41,376,000 
23,810,000 
44,713,000 
32,600,000 
93,638,000 


7,137 
18,657 


$ 290,000 
1,177,000 


July 31, 1954 


$340,3 16,000 
9,522,000 
4,750,000 
4,772,000 


$ 1,090,000 
2,751,000 
931,000 


$ 6.32 
2.14 

1.60 

38.29 


$ 58,715,000 
3.0 

$ 29,993,000 
36,509,000 
19,520,000 
52,575,000 
33,147,000 
91,991,000 


7,627 
19,860 


$ 554,000 
1,059,000 
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TO THE STOCKHOLDERS 


IT IS GRATIFYING for me to report that the fiscal 
year ended July 30, 1955, was one of substantial 
progress for Macy’s. Net earnings per share of 
common stock reached a five-year high of $2.64, 
a 23% increase from the $2.14 reported for the 
previous year. Sales of $376 million set a new 
record for the Corporation. The sales increase of 
$36 million was the third largest single year’s 
gain in the Corporation’s history, exceeded only 
by 1929, the year we acquired Bamberger’s, and 
by the year ended July, 1946, the first postwar 
year. Other principal results are summarized in 
the Facts in Brief on the opposite page. A de- 
tailed review of the year’s operations and of our 
financial condition begins on page 7. 

Dividends of $1.60 per share were paid to the 
holders of common stock, and regular dividends 
were paid on both classes of preferred stock. In 
the 36 years since incorporation in 1919, Macy’s 
has now paid out over $107 million in cash divi- 
dends to its stockholders. 

The year’s favorable trend lends considerable 
reassurance to our expectations for the future. 
We have improved substantially from the de- 
cline in our earnings in 1951-1952, and much 
of this year’s gain stems from the units then in 
operation. Equally significant in the year’s re- 
sults are the definite indications of the success of 


that portion of our present expansion program 
which has been completed. 

During the year, we added three stores to our 
Divisions. The largest of these was the new 
Macy’s Hillsdale store in San Mateo, California. 
Bamberger’s New Jersey opened a branch in 
Princeton, and Macy’s Kansas City acquired 
Christman’s, a department store in Joplin, Mis- 
souri, as its first branch. A major expansion of 
Macy’s White Plains, New York, was also com- 
pleted. Shortly after the close of our fiscal year, 
the Lasalle & Koch Company branch store in 
Findlay, Ohio, opened for business. Customer 
response to all these new facilities has been 
gratifying. 

Five more branch stores are in varying stages 
of development. The largest branch store in the 
Corporation is being constructed for Bam- 
berger’s by the Garden State Plaza Corporation 
(a wholly owned subsidiary) in Bergen County, 
New Jersey. The Macy’s New York branch in 
the Roosevelt Field shopping center on Long 
Island, New York, will be about the same size. 
Macy’s California has two stores in process of 
development — Valley-Fair, at San Jose, and 
Bay-Fair, at San Leandro. Macy’s Kansas City 
will open a new store in Mission, Kansas, early 
in 1956. 
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Further expansion into new and prosperous 
markets will be undertaken by your Corporation 
at the times and locations judged best in terms 
of market potential, financial requirements, and 
availability of qualified personnel. 

Our continuing long-range objective is to 
increase your Corporation’s earning power by 
broadening the scope of its retail operations. 
We, along with other companies in all types of 
industry who are alert to the times, have been 
stimulated by the vast potential offered by our 
dynamic American economy. Widespread public 
confidence has been translated into unprec- 
edented production. New and improved prod- 
ucts, distributed by aggressive and imaginative 
merchandising techniques, are being purchased 
by the American people in unforeseen quantities. 
As a nation, we are meeting the demands of a 
population which is increasing by three million 
persons a year, and whose standard of living is 
steadily rising. 

Consumer goods, in all lines, are available in 
plentiful supply. Constant research into con- 
sumer needs by producers and distributors has 
led to improvement in the quality and utility of 
consumer goods, without an increase in price. 
Over the last four years, prices generally have 
varied by less than 3%. This stability of price 
has forced true competition in quality and serv- 
ice, to the ultimate benefit of the consuming 
public. 

The nation is in a period in which nearly all 
economic statistics indicate prosperous times. 
New records are being set in employment, dis- 
posable personal income, production and con- 
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struction. The national economy is demonstrat- 
ing great strength. 

We look ahead to a year of further growth for 
your Corporation. Barring widespread changes 
in the current economic pattern, our sales should 
again set new records, and earnings should con- 
tinue to show improvement. 

In May, 1955, The National Federation of 
Financial Analysts Societies held their annual 
convention in New York City. As a field trip, 
some 80 members of the group came to Macy’s 
for a day. We showed them around our Herald 
Square store, and the Corporate Officers spoke 
with them at some length about our organiza- 
tion. I am certain that our stockholders will be 
interested in the special report on the security 
analysts’ visit which begins on page 21. 

It is always with pride and pleasure that I 
extend my appreciation, on behalf of the Board 
of Directors, to all our employees, whose loy- 
alty, teamwork and enthusiasm have made this 
a year of progress. I want to express apprecia- 
tion also to our stockholders for their steady 
support, to our suppliers for their cooperation, 
and to our customers for their continuing 
approval. 


Respectfully submitted, 





JACK I. STRAUS 
PRESIDENT 

New York 1, New York 

October 10, 1955 


FINANCIAL AND OPERATING REVIEW 


Sales 


Sales volume for the fiscal year ended July 30, 
1955, set a new record for the Corporation at 
$376,422,000. This amount is $36,106,000 or 
10.6% higher than the sales of $340,316,000 for 
the preceding year. Stores owned during the en- 
tire two years under comparison produced 56% 
of this sales increase. Since retail prices were 
relatively stable throughout the period, this 
sales rise was achieved through increases in the 
volume of merchandise sold. 


SALES 


[BY QUARTERS] 


YEARS ENDED JULY 
CL) 1953 @ 1955 


@ 1954 IN MILLIONS 


OF DOLLARS 
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Only twice in the history of the Corporation 
has the year’s sales gain of $36,106,000 been 
surpassed. The first occasion was in the year 
ended February 1, 1930, when L. Bamberger & 
Co. was acquired, and the second was the year 
ended August 3, 1946 — the first postwar year. 

The chart on this page shows that increases 
were recorded in each fiscal quarter of this year 
over the corresponding quarter in the previous 
year. These increases were 7.2%, 12.2%, 10.2% 
and 12.7% in the respective quarters. 

A chart showing the long-term sales growth 
of the Corporation from 1919 through 1955 is 
on the inside back cover of this report. 
Earnings 

Earnings before Federal income taxes were 
$11,315,000, an increase of $1,793,000 over earn- 
ings of $9,522,000 for the previous year. Net 
earnings after taxes for the year were $5,615,000 
in comparison with $4,772,000 for last year. 
After providing for dividends on preferred 
stock, earnings on common stock amounted to 
$2.64 per share or 23% higher than $2.14 re- 
ported a year ago. 

There has been a consistent improvement in 
net earnings per share, by fiscal quarters, over 
the three-year period ended July 30, 1955. In all 
but one of the twelve quarters, the reported 
earnings per share of common stock, after pre- 
ferred dividends, were higher than in the corre- 
sponding quarter of the previous year. In the 
one remaining quarter of the series, earnings, 
before the profit-sharing charge, were higher 
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than for the like quarter of the previous year 
when no profit-sharing charge was required. 


Dividends 


Four quarterly dividends of $0.40 each, total- 
ing $1.60 per share, were paid during the year to 
holders of common stock. This equals the $1.60 
paid during the previous year. Cash dividends 
on the common stock have been paid in each 
year since 1927. 

Including regular quarterly dividends of 
$1.06 per share on Series A preferred stock 
and $1.00 per share on Series B preferred stock, 
total dividends declared during the year were 
$3,833,000, equivalent to 68% of net earnings. 
Last year, dividends totaled $3,841,000. Since 
incorporation in 1919, $107,817,000 in cash div- 
idends have been paid to holders of common 
and preferred stock. 

A quarterly dividend of $0.40 per share of 
common stock was declared on August 24, 1955, 
and was paid on October 1, 1955. 


Taxes 


Federal, state and local taxes for the year 
ended July 30, 1955, were $12,043,000 compared 
with $10,872,000 for the preceding year. This 
represents an increase from $6.32 per share of 
common stock to $7.00 per share. Five years 
ago, the Corporation’s tax bill amounted to 
$5.23 per share. 


Working Capital and Financing 


The Corporation continues to follow a finan- 
cial policy of keeping funds invested primarily 
in current assets through the sale and leaseback 
of property and equipment. During the year, the 
main store building in Kansas City, Missouri, 
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was sold to the Store Holding Corporation and 
leased back on a satisfactory long-term basis, 
and the major addition to the branch store in 
White Plains, New York, was sold to The Mu- 
tual Benefit Life Insurance Company, the pur- 
chaser of the original building in 1949. The 
latter sale was consummated by a revision of 
the original agreement to include the total 
property. 

In January, 1955, the Corporation sold the 
fixtures and equipment in some of its stores 
under a sale and leaseback arrangement. This 
type of financing is used widely by chain store 
organizations, particularly by the food chains. 

On July 30, 1955, working capital amounted 
to $66,897,000, an increase of $8,182,000 over 
the $58,715,000 at July 31, 1954. This increase 
reflects the sales of property mentioned above 
and earnings reinvested in the business. The 
current ratio — current assets to current liabili- 
ties — at July 30, 1955, was 2.8 compared with 
3.0 at the end of the previous fiscal year. 

Cash and U. S. Government obligations at 
the year-end, exclusive of U. S. Government 
obligations applied against the Federal income 
tax liability, were $24,950,000 compared to 
$14,562,000 at July 31, 1954. The $10,388,000 
increase represents funds readily available to 
the Corporation to meet the requirements of an 
expanding organization. Inventories increased 
during the year by 13% to an investment of 
$41,376,000 at July 30, 1955. This increase was 
made necessary by the inventory requirements 
of three new branch stores opened or acquired 
during the year and by the larger volume of 
sales. 

In anticipation of the regular sinking-fund 
payment due November 1, 1955, on the Twenty- 





Five Year 274% Sinking Fund Debentures, the 
Corporation had $600,000 principal amount of 
debentures in the treasury at the end of the fiscal 
year. On September 13, 1955, in accordance 
with the terms of the Indenture, $600,000 prin- 
cipal amount of the debentures were delivered 
to the Trustee for cancellation in satisfaction of 
the sinking-fund requirement. 
Lifo 

Following the reversal by the present Com- 
missioner of Internal Revenue of the determina- 
tion made by the Bureau of Internal Revenue in 
1951 that the Corporation and its department 
store subsidiaries were entitled to use the Lifo 
(last-in, first-out) method of inventory valuation 
in computing taxable income beginning with the 
year ended January 31, 1942, the Corporation 
and these subsidiaries brought action on Octo- 
ber 26, 1954, in the United States District Court, 
Southern District of New York, to recover the 
difference between the Federal income tax paid 
by them for the year ended January 31, 1942, 
and that which they would have paid had their 
use of Lifo for that year been recognized. Argu- 
ments on the Corporation’s motion for sum- 
mary judgment and on the Government’s cross- 
motion for summary judgment were heard by 
the Court on July 12, 1955, and final briefs were 
exchanged and filed on September 9, 1955. The 
decision of the Court is awaited. 


Expans 10n Program 


The Corporation has intensified its market 
and consumer research activities to keep abreast 
of the changing characteristics of the consumers 
it seeks to serve. When translated into store 
facilities, merchandise and services, such knowl- 


edge increases Macy’s share of the total business 
available. 

In keeping with a policy of capitalizing on 
population growth, new consumer markets and 
present-day buying habits, the expansion of the 
Corporation’s retail facilities continued during 
the year. 

In September, 1954, the well-established busi- 
ness of The Christman Dry Goods Company in 
Joplin, Missouri, was acquired. This 86,000- 
square-foot store, founded in 1890, became the 
first branch store of Macy’s Kansas City. 

Bamberger’s extended its coverage of New 
Jersey by opening a branch store in Princeton 
on September 9, 1954. The store, a 63,000- 
square-foot unit, is located in a new shopping 
center. 

The Corporation’s first branch store in a 
major regional shopping center was opened 
November 17, 1954, at Hillsdale, California. 
Located on the peninsula south of San Fran- 
cisco, this store adds 180,000 square feet to the 
operations of Macy’s California. 

The 90,000-square-foot expansion of Macy’s 
White Plains was completed in November, 1954. 
This store now occupies 210,000 square feet in 
serving the thriving Westchester County market. 

On August 15, 1955, a new branch store of 
The Lasalle & Koch Company was opened in 
Findlay, Ohio. This 33,000-square-foot store is 
the fourth branch of Lasalle’s in the Northwest- 
ern Ohio area. 

Construction has begun on the Garden State 
Plaza Shopping Center, which is being devel- 
oped by the Garden State Plaza Corporation, a 
wholly owned subsidiary. As more fully dis- 
cussed in last year’s Annual Report, this re- 
gional shopping center, located in Bergen 
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County, New Jersey, at the junction of Routes 
4 and 17 and the Garden State Parkway, will 
contain 1,500,000 square feet of rentable area 
when fully developed. The largest store in the 
shopping center will be a 340,000-square-foot 
branch store of Bamberger’s New Jersey. The 
development of the center is planned to take 
place in four stages — the first stage, which in- 
cludes the Bamberger store, is now under con- 
struction and is scheduled for completion in the 
latter part of 1956. 

Construction is also under way on the Roose- 
velt Field, Long Island, branch of Macy’s New 
York. This 320,000-square-foot store will be the 
largest unit in the shopping center being devel- 
oped by Webb & Knapp in the heart of fast- 
growing Nassau County, and is planned to open 
during the Fall of 1956. 

Macy’s California has two branches under de- 
velopment. One is to be in the Valley-Fair shop- 
ping center being built in San Jose, California, 
and the other will be in Bay-Fair, a shopping 
center to be constructed in San Leandro, Cali- 
fornia. Macy’s will be part-owner in both these 
shopping centers. Macy’s 150,000-square-foot 
store in Valley-Fair is under construction, and 
is expected to open for business in the Fall of 
1956. The Bay-Fair store, which will have 
160,000 square feet of area, is in the advanced 
planning stage. 

Macy’s Kansas City will open its second 
branch store early in 1956. Located in Mission, 
Kansas, a suburb of Kansas City, Missouri, this 
store will have about 60,000 square feet of space. 


Macy Personnel 


Relations between the Corporation and its 
employees, both union and non-union, were 
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harmonious throughout the year. There were no 
work stoppages in any units of the Corporation 
during this fiscal year. 

Wage levels throughout the organization com- 
pare favorably with prevailing rates for similar 
services in all the communities the Corporation 
serves. 

In view of the impression frequently found 
that there is a high personnel turnover in the re- 
tailing field, stockholders should be aware that 
the Corporation has a relatively stable base 
force of approximately 24,000 employees. 
Among the long-established stores in the Macy 
group, typical experience shows 50% or more 
of employees with at least five years’ service. 
More than 1,500 employees have the impressive 
record of 25 or more years of service. An ap- 
pearance of high personnel turnover is created 
at the Christmas season when the Divisions of 
R. H. Macy & Co., Inc., normally require ap- 
proximately 10,000 temporary employees. In the 
year ended July 30, 1955, labor turnover in the 
Macy Divisions declined for the fourth year in 
succession. 

Because payroll costs (direct in wages and in- 
direct in employee benefits) represent one of the 
largest expenses of the business, the Corporation 
has for a period of years given major attention 
to the selection, training and supervision of em- 
ployees at all levels. The Corporation is inter- 
ested not only in increasing the effectiveness of 
the employee to the company but also to him- 
self. It is particularly important in the retail 
field, where there are so many human relation- 
ships, that all members of the organization be 
aware of their responsibilities for the success of 
the institution as a whole. 

The Corporation makes wide use of financial 


incentive plans—such as commissions and 
merit increases for superior achievement — to 
encourage good performance. The industrial re- 
lations program of the Corporation includes 
group life insurance, hospitalization insurance, 
workmen’s compensation and unemployment 
insurance, retirement plans, paid vacations and 
holidays, and sick leave. Particular attention is 
paid to safe work practices and accident pre- 
vention. 


Retirement System 


The Retirement System, now in its 12th year, 
covers 12,412 employees under the Pension 
Plan; of this number, 7,177 also participate in 
the Profit Sharing Plan. Since its adoption, 1,101 
employees have been retired in accordance with 
the provisions of the Retirement System. This 
year, the Corporation contributed $1,467,000 
to the Retirement System. At July 31, 1955, the 
aggregate trust funds (net assets) in the Retire- 
ment System amounted to $24,583,000. 


Stock Option Plan for Key Executives 


Under the Employee Stock Option Plan ap- 
proved by the stockholders at their annual meet- 
ing last year, there were outstanding at July 30, 
1955, options for a total of 72,750 shares of 
Macy’s common stock, which were granted to 
39 key executives. A total of 150,000 shares may 
be issued under this Plan. 

Options are granted at 100% of the mean 
between the highest and lowest quoted selling 
prices of the common stock on the New York 
Stock Exchange on the dates of such options. 
The options are exercisable in nine installments 
commencing 18 months from the dates of grant 
and expire 10 years from those dates. 


Administrative Changes 


Corporate Administration — In February, 1955, 
Franklin F. Bruder, formerly Treasurer and 
Secretary of Bamberger’s, was appointed Vice 
President for Corporate Control, and J. Olin 
Murray was named Director of Accounting. 

Macy’s New York — During February, 1955, 
the following changes were made in executive 
responsibilities: Murray Graham, formerly 
Senior Vice President for Merchandising and 
Branch Stores, was named Senior Vice President 
for Branch Stores and Vice Chairman of the 
Executive Committee; Thomas V. Barber was 
transferred from Bamberger’s New Jersey, 
where he was a Senior Vice President, to Macy’s 
New York, as a Senior Vice President for Mer- 
chandising; and Elliot V. Walter was promoted 
from Vice President to Senior Vice President for 
Merchandising. 

Bamberger’s New Jersey — David L. Yunich 
was named President of Bamberger’s New Jersey 
on February 1, 1955, replacing John C. Wil- 
liams, who was appointed Chairman of the 
Board of that Division. Mr. Yunich was previ- 
ously a Senior Vice President for Merchandising 
in Macy’s New York. Thomas W. Johnston was 
transferred in February, 1955, from Macy’s New 
York to Bamberger’s and promoted from Vice 
President to Senior Vice President. Gerald Gold- 
stein, Controller, was advanced to Vice Presi- 
dent and Secretary in February, 1955. 

Garden State Plaza Corporation — Wheelock 
H. Bingham, President of Macy’s New York, 
was elected a Director of this subsidiary in 
December, 1954. Franklin F. Bruder, Vice Pres- 
ident for Corporate Control, was elected a 
Director and Treasurer in February, 1955. 
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AUDITORS’ REPORT 


TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF 
R.H. MACY @ CO., INC.: 


We have examined the consolidated statement of financial condition of R. H. 
Macy & Co., Inc., and consolidated subsidiaries as of July 30, 1955, and the related 
statements of earnings, of earnings reinvested in the business, and of additional paid-in 
capital for the fiscal year (52 weeks) then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered neces- 
sary in the circumstances. 

In our opinion, the accompanying financial statements present fairly the consoli- 
dated financial position of R. H. Macy & Co., Inc., and consolidated subsidiaries at 
July 30, 1955, and the consolidated results of their operations for the fiscal year (52 
weeks ) then ended, in conformity with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


TOUCHE, NIVEN, BAILEY & SMART 


New York, N.Y. 
September 30, 1955 
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AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 


NET RETAIL SALES (including licensed departments) . 


DEDUCT: 


Cost of goods sold and expenses, exclusive of items listed below 
Taxes, except Federal income taxes 

Rent expense less rent income . 

Depreciation and amortization 

Maintenance and repairs 


Income from retail operations 


INCOME FROM INTEREST AND OTHER 
NON-TRADING SOURCES. 


INTEREST EXPENSE: 


Interest and debt expense—long-term debt . 
Other interest 


Earnings before Federal income taxes 


FEDERAL INCOME TAXES 
Net earnings 


Year (52 weeks) ended 


July 30, 1955 


$376,422,324 


$345,787,123 
6,342,525 
5,491,174 
3,628,169 
2,436,179 
$363,685, 170 
$ 12,737,154 


652,418 * 
$ 13,389,572 


$ 1,001,776 

1,072,496 
2,074,272 
$ 11,315,300 


Ff 


5,700,000 
$ 5,615,300 


July 31, 1954 


$340,316,153 


$312,459,024 
6,122,025 
4,397,567 
3,579,036 
2,597,657 
$329, 155,309 
$ 11,160,844 


343,274 
$11,504,118 


$ 1,067,958 
914,175 


$1,982,133 
$ 9,521,985 


4,750,000 
$4,771,985 


*Includes income of $286,465 (before taxes) from sales of property and equipment. During the year, the Corporation sold the main 
store building in Kansas City and the building addition to the White Plains branch store. The continued use of the properties was 
secured under long-term renewable leases with initial terms of 26 and 30 years, respectively, with options to repurchase in each case. 
The Corporation also sold the store fixtures and equipment at some of its stores, the use thereof being retained under a renewable 


lease having an initial term of 15 years. 
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CONSOLIDATED STATEMENT 


ASSETS 
July 30,1955 July 31, 1954 
CURRENT ASSETS: —— i name 
Can. . - ss ae Me wr ere eee. 2 ree 
United States Caneel oblisttions ¢: SP aha 13,256,547 3,597,884 
Receivables — 
Customers’ accounts — 
Regular accounts (principally 30-day) . . . ar eee 13,474,464 12,422,524 
Deferred payment accounts, a portion of which is au —— one year — 
Equity in $31,937,221 and $23,427,194 of accounts soldto banks. 3,193,724 2,342,719 
Reco eee a =~ i Sa” ea a or es tar ea 15,794,074 17,565,702 
$ 32,462,262 $ 32,330,945 
Less— estimated doubtful amounts. ......... . 2,239,000 2,338,000 
Customers’ accounts—mnet .-: 6. . «% «© © «2s + SMB ses 
Macy’s Bank—current account. . . . i Aces 440,231 304,428 
Other receivables, less estimated doubtful amounts of $187, 652 
Be Bar ee ge el ee Re eee A ee eS 3,343,096 2,865,610 
Net receivables . . . .  $§$ 34,006,589 $ 33,162,983 
Merchandise inventories — at Lifo cost, as deena sacle the retail inven- 
tory method, which is less than market (see Note 1) . . . .. . 41,376,258 36,508,529 
oe eg ee ee a re i a a a oe 3,636,555 3,385,487 
Totel caivent angels. kc kw toe ew eo OS )©6© 6B RIG «ETS 
OTHER ASSETS: 
Overpayment of Federal taxes on income claimed for the six years ended 
January, 1947, as a result of adoption of Lifo, oe accrued interest 
of $2,102,699 (see Notel) . . . . $§$ 9,018,699 $ 9,018,699 
Investment in Macy’s Bank—at cost (equity in net assets "$892,000 
and 3906,335). 2. « «ss Tene igi a ne aa 793,000 795,000 
Investment in General Teleradio, om (California) . ae ee a ee ha 250,000 250,000 
ae Ye ee pli hcg a Vath Gece ane eerie k ht ege® ce Se 2,792,496 1,923,470 
Fetel oter meets ke we we oe es ee ss Be. SFL Sie 
PROPERTY AND EQUIPMENT, per accompanying statement . . . . §$ 44,713,008 $ 52,575,189 


GOODWILL AND OTHER INTANGIBLE ASSETS —at cost, less accumu- 
lated amortization of $982,295 and $895,052 .......4.... $ 1,773,263 $ 1,860,506 


$163,309,385 $154,041,533 


NOTES: 


(1) In 1951, the Bureau of Internal Revenue held that the Corporation and its subsidiaries were entitled to use the Lifo method of 
inventory valuation in computing taxable income beginning with the year ended January 31, 1942, and issued reports of overassess- 
ment for that year. On post-audit review, the present Commissioner of Internal Revenue refused to follow the 1951 determination 
and the District Director issued new reports for the year ended January 31, 1942, disallowing the use of Lifo. On advice of counsel 
that the disallowance was erroneous, the Corporation instituted court action to contest the District Director’s determination. The 
Corporation’s and Government’s motions for s judgment in that action are now awaiting decision by the Court. 

The inventories are stated at July 30, 1955, at $11,893,487 and at July 31, 1954, at $12,338,878 less than they would have been if 
the first-in, first-out principle had been applied in determining cost. 

Field examinations of Federal income and excess profits tax returns for the period from February 1, 1942, through July 31, 1948, 
have been completed and the Corporation is awaiting receipt of the Revenue Agents’ reports thereon; on the basis of the use of the 
Lifo method, it is believed that the provision for Federal taxes on income is adequate. 


(2) The cumulative preferred stock, 4% Series B, is redeemable at par, except that certain premiums are applicable if refinanced 
through borrowings or sale of stock ranking equal or prior to preferred stock. Sinking-fund payments are required from 1971 to 1975, 
14 y _ inclusive, sufficient to redeem in each year 207% of the shares outstanding in 1971. 


AND CONSOLIDATED SUBSIDIARIES 


OF FINANCIAL CONDITION 


LIABILITIES 
CURRENT LIABILITIES: — ae pec Hats Sala! 
Accounts payable . . . . . . .  § 16,738,670 $ 13,770,668 
Collections payable to banks on keer siovenenidg accounts sai tothem . 8,436,507 5,001,490 
Accrued salaries, commissions, etc. . . . = 3,422,644 2,931,229 


Federal taxes on income, less U.S. Gaoektemnal obligations of $10, 357, 936 
and $8,951,570 (see Note 1). . . . oe — — 


Other taxes (including taxes collected from customers al cai pike 4,044,571 3,380,627 
Customers’ deposits and miscellaneous . . . . . . ..... 4,429,341 3,819,565 
Total current liabilities . . ..... =. +. =. +.  #£=§ 37,071,733 $ 28,903,579 


LONG-TERM DEBT: 


Twenty-Five Year 244% Sinking Fund Debentures, due November 1, 1972, 
with sinking-fund amortization of $600,000 principal amount annually to 
November 1, 1961, and $800,000 annually thereafter, less $600,000 and 


$653,000 principal amount reacquired for sinking fund. . . .  $ 17,600,000 $ 18,147,000 

3%% Promissory Notes, payments of $750,000 due a from January 
1, 1959, and balance January 1,1973 . . . ; 15,000,000 15,000,000 
Total long-term debt ug JG ‘tga mid Sean ie kl une eee: -& ao -eroeo 


INVESTMENT OF STOCKHOLDERS, represented by: 


Cumulative preferred stock, par value $100 per share — 
Authorized, 500,000 shares — 
44%4% Series A, issued, 165,600 shares, less held in treasury, 5,470 and 
3,950 shares; leaving outstanding, 160,130 and 161,650 shares, callable 
at $107.50 per share, plus accrued dividends. . . .  $ 16,013,000 $ 16,165,000 
4% Series B, issued and outstanding, 100,000 shares fies Note 2). 10,000,000 10,000,000 
Common stock, without par value, stated value of $15 per share — 
Authorized, 2,500,000 shares; issued, 1,723,293 shares, less held in treas- 
ury, 3,939 shares; leaving outstanding, 1,719,354 shares (see Note 3) . 25,790,310 25,790,310 
Additional paid-in capital, per accompanying statement . . . 10,449,980 10,433,364 
Earnings reinvested in the business, per accompanying statement; males the 


terms of the loan agreements, $21,823,810 of the $31,384,362 at _ 30, 
1955, is not distributable to holders of common stock . . : 31,384,362 29,602,280 


Total investment of stockholders . . . . . . . .  § 93,637,652 $ 91,990,954 
$163,309,385 $154,041,533 


(3) Of the authorized common stock, 150,000 shares are subject to issuance to certain key executives under 10-year options exercis- 
able in 9 installments commencing 18 months from grant date. Options were granted since November, 1954, for 72,750 shares at 
100% of market price on the grant dates ($27.3125 to $29.375 per share). 


(4) At July 30, 1955, the Corporation held long-term leases of more than three years, the rentals under which, for the year ending 
July 28, 1956, amount to a minimum of $5,100,561 plus, in certain instances, real estate and personal property taxes and increased 
amounts based on percentages of sales. The leases provide for varying lease periods, including renewal privileges, to 2034. Real estate 
and personal property taxes under the lease arrangements are included with other taxes in the accompanying statement of earnings. 


(5) Contingent liability — the Corporation has guaranteed Macy’s Bank against decline in prices of securities held by the Bank 
which, at cost, comprise $3,747,751 of securities issued or guaranteed by the U. S. Government and other marketable securities 
(principally state and municipal bonds) of $1,229,746. 


(6) Construction commitments approximate $18,000,000, financing of which is now being negotiated with private financial insti- 
tutions. 
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AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED EARNINGS REINVESTED IN THE BUSINESS 


BALANCE — Beginning of year 
NET EARNINGS, per accompanying statement . 


CASH DIVIDENDS DECLARED: 


Cumulative preferred stock, 444% Series A — $4.25 per share 
Cumulative preferred stock, 4% Series B— $4.00 per share . 


Common stock — $1.60 per share 


BALANCE— End of year 


CONSOLIDATED ADDITIONAL PAID-IN CAPITAL 


BALANCE — Beginning of year 


ADD — Excess of par value over cost of 1,520 and 1,500 shares of Series A 
preferred stock reacquired during the respective years 


BALANCE — End of year 


CONSOLIDATED PROPERTY AND EQUIPMENT 


Year (52 weeks) ended 
July 30,1955 July 31, 1954 
$29,602,280 $28,670,888 

* 5,615,300 4,771,985 
$35,217,580 $33,442,873 
$ 682,251 $ 689,626 

400,000 400,000 

2,750,967 2,750,967 
$ 3,833,218  $ 3,840,593 
$31,384,362 $29,602,280 

Year (52 weeks) ended 
July 30,1955 July 31, 1954 
$10,433,364 $10,405,995 

16,616 27,369 
$10,449,980 $10,433,364 


July 30, 1955 July 31, 1954 


Accumulated Accumulated 
depreciation and depreciation and 

Cost amortization Cost amortization 

Land ; $ 6,030,693 $ — $ 6,180,730 $ — 
Buildings and Greece on paar niepettios 10,258,963 5,643,776 9,533,202 5,403,539 

Buildings and improvements on leased properties 

and leaseholds 26,369,578 12,057,955 33,596,393 12,551,592 
Fixtures and equipment 25,555,696 10,410,895 27,809,875 10,876,031 

Construction in progress . 4,610,704 — 4,286,151 — 
$72,825,634 $28,112,626 $81,406,351 $28,831,162 

Net consolidated property and equipment $44,713,008 $52,575,189 
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RETIREMENT SYSTEM FOR EMPLOYEES OF 


RH Macy § Co, ne 


AND AFFILIATES 


STATEMENT OF NET ASSETS AS OF JULY 31,1955 
AND INCREASE THEREIN FOR THE YEAR THEN ENDED 


ASSETS: 
Marketable securities held by The Chase Manhattan 
Bank, Trustee — 
U. S. Government obligations . 
R. H. Macy & Co., Inc. maser preferred stock, 
Series A) : sae eG 
Other (principally common stocks) 
Investment in real properties at amortized cost — 
Radio and television properties leased to General Teleradio, 
Inc. (California), less amortization of $438,945 . 
San Francisco store en leased to R. H. aa & Co., Inc. 
Cash : 
Income receivable 


Total assets . 
LESS: 
Benefits payable 


Deferred rent income . 
Sundry accrued liabilities . 


Net assets of the Retirement System, July 31, 1955 . 
Net assets of the Retirement System, July 31, 1954 . 


Increase in net assets for year ended July 31, 1955 


The increase in net assets for the year resulted from: 
Payments by the Corporation a 
Net return from investments . 

Benefits paid or payable . 


Increase in net assets 
NOTES: 


Profit Total 
Pension Sharing Retirement 
Plan Plan System 


$ 


$ 


$ 


$ 


$ 


$ 


6,402,609! $ 5,052,753? $11,455,362 


458,487" 509,575? 968,062 
3,187,442" 4,528,838 7,716,280 


2,436,633 1,624,422 4,061,055 


477,768 — 477,768 
252,759 301,937 554,696 
44,513 37,858 82,371 
13,260,211 $12,055,383 $25,315,594 
— $ 653,950 $ 653,950 
61,250 — 61,250 
10,974 5,951 16,925 


72,224 $ 659,901 $ 732,125 
13,187,987 $11,395,482 $24,583,469 


12,769,414 9,790,580 22,559,994 


418,573 $ 1,604,902 $ 2,023,475 


289,881 $ 1,177,059 $ 1,466,940 
283,294 999,217° 1,282,511 
154,602 571,374 725,976 


418,573 $ 1,604,902 $ 2,023,475 


(1) At the lower of amortized cost or market value (aggregate market value of all marketable securities, $12,053,101). 


(2) At market value as required by the Plan. 


(3) The San Francisco store property is subject to a mortgage in the amount of $3,537,000 due serially to 
November 1, 1978, bearing interest at 314% to November 1, 1969, and 334% thereafter. 
(4) Including profits and losses realized on securities sold and unrealized losses on securities on hand. 


(5) Including realized and unrealized profits and losses on marketable securities. 


Italics denote deductions. 


To the Administrative Committee of the Retirement System for Employees of R. H. Macy & Co., Inc. and Affiliates: 


We have examined the above statement reflecting the net assets of the Retirement System for Employees of R. H. Macy & Co., 
Inc. and Affiliates as of July 31, 1955, and the increase therein for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances, Marketable securities held by The Chase Manhattan Bank, Trustee, were 


confirmed to us by the bank. 


In our opinion, the statement presents fairly the net assets of the Retirement System for Employees of R. H. Macy & Co., Inc. 
and Affiliates at July 31, 1955, and the increase therein for the year then ended, in conformity with generally accepted accounting prin- 


ciples applied on a basis consistent with that of the preceding year. 


New York, N. Y., September 30, 1955 TOUCHE, NIVEN, BAILEY & SMART 
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TEN-YEAR 
1955 1954 1953 
OPERATING RESULTS 
Net retail sales. . . ke! $376,422,000 $340,316,000 $332,583,000 
Index of sales (using year ended J uly, 1946, as base) . ory 147 133 130 
Earnings before Federal income taxes . {or ena $ 11,315,000 $ 9,522,000 $ 10,074,000 
Federal income taxes — 
Normal tax and surtax . ‘ 5,700,000 4,750,000 5,200,000 
PUCUEUTEEO TER =.6 5 ke Se SOs Bw — _ — 
Net earnings a ee, ee: ay ee ee es rr 5,615,000 4,772,000 4,874,000 
Specialitems . . . hn here SUS Sees ewes — — — 
Net earnings and special itesias 5,615,000 4,772,000 4,874,000 


DISTRIBUTION OF EARNINGS 
Cash dividends declared on — 
Preferred stock . 
Common stock . , : 
Earnings reinvested in the business : 


PER SHARE OF COMMON STOCK 
Taxes — Federal, state and local . 
Net earnings 
Net earnings and special items 
Dividends 
Working capital 
Net worth— book value . 


FINANCIAL POSITION (as at end of year) 
Working capital ; 
Ratio of current assets to cues Gahilitins 
Accounts receivable, customers — net 
Merchandise inventories on Lifo basis . 
Property and equipment — net 
Long-term debt ; 
Investment of stockholders 


RETIREMENT SYSTEM FOR EMPLOYEES 


Pension costs ; 
Profit sharing, which is based on plan years ended 
prior January 31. 


NOTES: 


$ 1,082,000 $ 1,090,000 $ 1,097,000 


2,751,000 2,751,000 2,751,000 
1,782,000 931,000 1,026,000 

$ 7.00 §$ 6.32 § 6.48 
2.64 2.14 2.20 

2.64 2.14 2.20 

1.60 1.60 1.60 

38.91 34.15 32.79 

39.33 38.29 37.73 

$ 66,897,000  $ 58,715,000 $ 56,381,000 
2.8 3.0 3.1 

$ 30,223,000 $ 29,993,000 $ 28,170,000 
41,376,000 36,509,000 35,190,000 
44,713,000 52,575,000 50,805,000 
32,600,000 33,147,000 29,764,000 
93,638,000 91,991,000 91,182,000 
$ 290,000 $ 554,000 $ 503,000 
1,177,000 1,059,000 3,000 


(1) Capital profit from merger and sales of radio and television properties, after Federal income taxes applicable thereto. 
(2) Loss on sale of Newark store (leased back to the Corporation on a long-term basis), less resultant reduction in Federal 


income taxes. 


AND CONSOLIDATED SUBSIDIARIES 


REVIEW 
EAR ENDED AFFROXIMATELY JULY 31. -—__—_____——__—___—_—_—_—_——_ 

1952 1951 1950 1949 1948 1947 1946 
$331,780,000 $350,842,000  $321,234,000  $308,119,000  $315,035,000 $285,083,000  $255,662,000 
130 137 126 121 123 112 100 
$ 5,992,000 $ 9,666,000 $ 9,166,000 $ 11,020,000 $ 14,144,000 $ 9,528,000 $ 19,307,000 
3,200,000 4,400,000 3,156,000 4,186,000 5,900,000 4,166,000 5,509,000 
— — — — — — 4,568,000 
2,792,000 5,266,000 6,010,000 6,834,000 8,244,000 5,362,000 9,230,000 
2,767,000" — 461,000' — — — 625,000° 
5,559,000 5,266,000 6,471,000 6,834,000 8,244,000 5,362,000 8,605,000 
$ 1,104,000 $ 954,000 $ 704,000 $ 704,000 $ 704,000 704,000 $ 704,000 
3,783,000 3,611,000 3,439,000 4,298,000 4,298,000 2,751,000 4,470,000 
672,000 701,000 2,328,000 1,832,000 3,242,000 1,907,000 3,431,000 
$ S32 § 5.719 = § = a 4.89 § 5.83 4.38 § 6.64 
0.98 2.51 3.08 3.57 4.39 2.71 4.96 
2.59 2.51 3.35 07 4.39 2.71 4.59 
2.20 2.10 2.00 2.50 2.50 1.60 2.60 
30.01 28.74 24.17 21.43 31.19 20.16 21.66 
37.11 36.72 36.31 34.96 33.89 32.01 30.90 


$ 51,592,000 $ 49,414,000 $ 41,563,000  $ 37,356,000 $ 53,632,000 $ 34,663,000  $ 37,233,000 
239 yay 2.4 Ha 39 2.7 29 

$ 24,100,000 $ 21,531,000 $ 19,873,000 $ 17,943,000 $ 26,994,000 $ 21,384,000 $ 15,339,000 
31,612,000 41,344,000 28,825,000 25,357,000 24,839,000 20,109,000 29,679,000 
50,203,000 53,604,000 53,567,000 56,608,000 39,194,000 33,101,000 26,499,000 
24,900,000 26,500,000 27,500,000 28,500,000 29,500,000 7,400,000 3,400,000 
90,349,000 89,695,000 78,993,000 76,665,000 74,833,000 71,590,000 69,684,000 


$ 638,000 $ 569,000 $ 784,000 $ 1,860,000 $ 1,860,000 $ 1,552,000 $ 1,564,000 


1,081,000 1,517,000 874,000 1,494,000 1,556,000 2,000,000 1,570,000 





JACK I. STRAUS WELCOMED THE ANALYSTS 

as guests of Macy’s. Later in the day, Mr. Straus, President of 
R. H. Macy & Co., Inc., outlined briefly the principles 

by which the Corporation operates in managing 27 stores 

(28, after August, 1955) serving areas with well over 20 million 
population. Mr. Straus described the Corporation’s pattern 
of decentralized authority, emphasized the importance 

of “downtown” main stores to their branches, and 

defined Macy’s type of store. Of particular interest was 

his discussion of the Corporate Buying Office, which serves 
all of the Corporation’s out-of-town stores. Questions 

and answers flowed freely throughout the day’s visit. 





THE SECURITY ANALYSTS VISIT 


O 


On May 11, 1955, Macy’s was pleased to have some 80 security analysts 
from leading banks, insurance companies, investment firms and security 
houses all over the country, choose to spend a day at Macy’s New York. 
They went on a tour of the store, took a look at a number of significant 
operations, and heard informal discussions of policies and practices by Mr. 
Straus, Mr. Chinlund and Mr. Bingham. Since much that was said to the 
security analysts should also be of interest to stockholders of R. H. Macy 
& Co., Inc., we give here a condensed version of what was said and done. 


PROGRAM 


THE MORNING was devoted to Macy’s New 
York. After a talk by Wheelock H. Bingham, 
President of Macy’s New York, on “‘Macy’s: 
The World’s Largest Store,” the security ana- 
lysts were divided up into groups and taken on 
guided tours by the store’s senior vice presidents. 
They visited many locations, talked to special- 
ists in many operations, and became acquainted 
with such things as: Macy’s telephone order 
department, which handles as many as 12,000 
orders a day; the Bureau of Standards, which 
tests what Macy’s buys and sells; the customers’ 
accounts department, where they learned about 
the Depositors’ Account and Cash-Time sys- 
tems; and the Corporate Buying Office, which 
services all the Macy stores. They saw simplified 


selling at work; some of Macy’s private brands 
(the first was established in 1858); examples of 
merchandise reduced to maintain Macy’s 6% 
cash policy; some of Macy’s large stock of im- 
ported merchandise; mechanized techniques em- 
ployed in receiving and marking merchandise; 
and the store protection system. 

The afternoon was devoted to the Corpora- 
tion as a whole. Jack I. Straus, President of the 
Corporation, discussed “R. H. Macy & Co., 
Inc.,”’ and Edwin F. Chinlund, Vice President 
and Treasurer, spoke on “Financial Highlights 
and Expansion.” 

The program ended with an informal dis- 
cussion period, during which Mr. Straus, Mr. 
Chinlund and Mr. Bingham answered questions 
raised by the security analysts on a variety of 
subjects. 





WHEELOCK H. BINGHAM, President of 
Macy’s New York, prepared the security analysts 
for their tour of the world’s largest store by 

a historical review of the New York store and a 
discussion of its special character, its methods, 
its personnel and its aims. Afterwards, the 

80 analysts were divided into groups of about 10 
and guided on a personally conducted tour 

by the store’s senior vice presidents. 


MACY’S: THE WORLD’S LARGEST STORE 


BY WHEELOCK H. BINGHAM 
President, Macy’s New York 


MACY’S WAS FOUNDED IN 1858 on 14th Street, 
New York. It moved to its present location in 
1902. In 1919 it was incorporated, and, through 
the early years here on 34th Street, various build- 
ing expansions of the store itself have taken 
place, the latest being completed in 1931. As a 
result, this store on Herald Square became the 
largest one in size in the world — and since then 
it has become the largest store in the world in 
volume of business under one roof. 

We opened our first branch store in the 
Bronx in 1941, and then added stores in Jamaica 
and Flatbush. Our latest store, in White Plains, 
was expanded in 1954. We look forward to our 
fifth — in Roosevelt Field, Long Island. 


A Store With a Personality 


Through the years, Macy’s has become much 
more than just a store. It has become an institu- 
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tion in New York with a distinct and well-known 
personality. In addition to our merchandising 
operations, many things have contributed — for 
example, Macy’s Thanksgiving Day Parade. 
And this year we had a Children’s Week in New 
York. About 80 different events were going on 
for all the boys and girls of the city. One feature 
was a fishing tank, where 100,000 goldfish were 
caught by youngsters as free souvenirs. 

Another important event is our Annual Flower 
Show. Over 2,000,000 people have come to see 
the extent and beauty of our exhibits. 

Depending upon the season of year, some 
100,000 to 300,000 people come each day into 
this building. 

Any store that is successful has a particular 
niche in its community. It must have its own 
personal characteristics that people recognize, 
understand and appreciate. Macy’s New York 


has always been known as an aggressive store 
that goes after business, that moves fast, and 
tries to do a leadership job in the field of mer- 
chandising. We have the largest assortments of 
any store in New York and, I think, in the 
world. We have made many surveys of customer 
opinion over the years, and the two predominant 
characteristics of Macy’s in the minds of New 
Yorkers are its leadership in values and its 
assortments. 

Although we are not really a mail order house, 
we receive thousands of mail orders every day, 
coming from every one of the states in this 
country and from many foreign countries. 


Macy’s Markets 


Macy’s New York directs its major efforts 
toward the middle-income group. At the same 
time, this store is unique in selling tremendous 
quantities of low-priced merchandise and high- 
priced merchandise. The merchandise that we 
sell at the lower prices is limited only by the 
requirement that the merchandise be of good 
quality. Our guardian of that is our Bureau of 
Standards, which Macy’s founded in 1927, and 
which is still one of the few laboratories that 


any retail enterprise maintains. 

We maintain several buying offices in Europe 
and in the Orient, and we are probably the 
largest purchasers of imported goods for this 
type of retail operation in the country. 





Macy’s Cash Policy 


Through the years, Macy’s has been predomi- 
nantly known as a cash store. As we state it 
officially: ““We endeavor, with reasonable excep- 
tions which include goods price-controlled by 
the manufacturer, to save our customers at least 
6% for cash.”’ 

So far as competing cash stores are concerned, 
it is our objective to meet their prices. However, 
depending upon the type of service — or lack of 
service — with which they operate, we may price 
our goods up to 10% higher. 

With this cash policy, we have two other 
interesting ways of doing business. Most unusual 
is what New York calls the D.A., or Depositors’ 
Account. Customers deposit money with us, we 
pay them interest on their balances over $25, 
and they charge their purchases as they make 
them against their balances. 

The other way is our Cash-Time operation, 
instituted in 1939. It has grown in importance, 
as has credit throughout the country. It is a 
unique plan which provides continuous credit 
for customers to buy on an installment basis. 


Price-Controlled Items 


In keeping with our basic policy of having the 
largest assortments of merchandise in New York, 
we have increased the number of price-con- 
trolled items in our stock in the last few years. 


MACY’S ANNUAL PARADE, 

FLOWER SHOW AND CHILDREN’S WEEK 
are major events which have helped make 

Macy’s New York a very well known 

personality throughout the metropolitan area — 
and far beyond it. During Children’s Week, 

which included — throughout the store — 80 
different attractions for children, youngsters were 
allowed to net more than 100,000 goldfish, free. 
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We feel we should have in Macy’s those price- 
controlled items which have been requested in 
significant quantities by our customers — but 
only where such items are important in the 
general consumer picture. We have added such 
things as Arrow shirts, Simmons mattresses, 
Van Raalte underwear, Jantzen bathing suits 
and Naturalizer shoes. However, these price- 
controlled items represent a small part of our 
business. 


Macy’s Own B rands 


One of our most important merchandising 
policies has been the development of Macy’s 
own brands. For many years, we have had 
brands carrying Macy names in hundreds of 
categories of merchandise. We do the greater 
part of our liquor business, particularly in 
wines, in Macy’s own brands. We have a larger 
assortment of wines and liquors under our own 
labels than any other store in the country. 

We have Macy’s own brand merchandise in 
men’s shirts, women’s underwear, shoes, chil- 
dren’s items, housewares; and in the drug and 
cosmetic categories we have hundreds of Macy 
brand items. 

We try to have our Macy’s own brands reflect 
at least a 10% saving when compared with 
nationally advertised merchandise and estab- 
lished prices. We often do much better than that. 
Macy’s own brands are important to us because, 
when customers find that our merchandise gives 
them satisfaction and enjoyment, they must 
come back to us to buy more. 


Discount House Competition 


Macy’s own brands are also important to us 
in combating discount house competition. Such 
competition has grown to be very important. It 
exists not only with a lot of little firms — many 
big ones are also developing in New York. Many 
retailers have chosen to ignore this problem. 
Some retailers have even entirely eliminated 
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large categories of business in which the dis- 
count houses have done a major volume, such as 
appliances, television and some of the other 
expensive items. We have not chosen that course. 
We believe that Macy’s must aggressively meet 
that kind of competition. 


Faw Trade 


Actually we have only one real objection with 
regard to the discount houses, and that gets us 
into the question of Fair Trade, which is another 
subject in which I am sure you are interested. 

Where the distribution of Fair Trade items 
has been adequately controlled by the manu- 
facturer, we have no basic objection. What we 
do object to is the fact that the price practices 
of the discount houses are ignored by some 
manufacturers. These houses are allowed to 
break the price on merchandise which is price- 
maintained by law. Yet, if Macy’s — or any other 
large retailer, since this is not exclusively a 
Macy problem by any means — breaks the price 
in order to compete with the discount houses, 
the manufacturer sues, because of our promi- 
nence and size. Many manufacturers — not all, 
but many — feel that they cannot allow a promi- 
nent retailer to break the established price, yet 
they will shut their eyes to the discount houses. 

We are willing to carry those items which are 
important to the consumer and to maintain their 
prices, provided the manufacturer uniformly re- 
quires such price maintenance. We are unwilling 
to be placed in the position of not being able to 
compete with other retailers who do cut the 
prices. Our viewpoint has been traditionally for 
free competition. It still is today. 


Personnel 


One of the most important parts of our opera- 
tion, as far as I am concerned, is our personnel 
policy. The character of the store is in part a 
reflection of the character of the people who 
work in it. 


MACY’S OWN BRANDS, 
which originated with ready-to-wear 
back in 1858, now number more 
than 3,000 items — from aspirin, 
canned lobster, liquor and 
cosmetics to sheets, men’s suits and 
refrigerators. With its own brands, 
Macy’s endeavors to undersell 
competition, value-for-value, by 

a minimum of 10%, and often 

a good deal more. Macy’s 

own brands are one answer to 
discount house competition. 


We think the personnel function is so impor- 
tant that it is headed in this organization by a 
Senior Vice President, who has 132 people on 
his staff. That sounds like a lot, and it is a lot; 
but in Macy’s New York —in this main store 
plus our four branches and our warehouse — we 
have about 11,500 staff people and about 1,400 
executives. 

We have two unions with which we deal pri- 
marily —a CIO affiliate which covers most of 
our staff people, and an AFL union which 
covers the people who work in our warehouse. 


Trainin g Progra ms 


Constantly, throughout this organization, we 
put great emphasis on the development and 
training of people at all levels. We have training 
programs for our executives as well as for all 
staff people. Those who are in the operating end 
of the business have specialized training at all 
levels; and those who are in merchandising have 
programs directed toward increased knowledge 
of their merchandise and of specific techniques 
in merchandising and selling. 

Macy’s Training Squad has been famous for 
many years. It was started 35 years ago, and 
from it have come a great many — and I mean a 





great many — capable merchants in this country. 
We now have alumni in practically all of the 
important retail establishments in the country. 
Our own Corporation is filled with them. Five 
of the Presidents of our six R. H. Macy & Co., 
Inc., main stores are Training Squad graduates. 
Here in New York, in our buying staff of 107, 
48 are graduates of the Squad, 54 progressed 
up through the ranks in this organization, and 
only 5 came in from the outside. 


Career Employment 


About 8% or 9% of our Macy’s New York 
personnel have been here for 25 years or more. 
Those people who have been here between 10 
and 25 years constitute 28% of our force, and 
those who have been here between 5 and 10 
years constitute 27%. Very nearly 65% of the 
people in this New York operation have been in 
Macy’s for more than 5 years. This is quite un- 
usual in the retail business. We are proud of the 
fact that over the years people have stayed with 
Macy’s. 

We strive to develop people who can grow 
with this organization and who feel that they 
have a great future for increased responsibility. 
Certainly the opportunity to grow is here — this 
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store has been growing and will continue to grow. 
We have an annual review of the performance 
of every individual in this company — staff and 
executives. They are rated on their job perform- 
ance and on all elements of their personality. 


Discussion Program 


Obviously one of the jobs in an organization 
of this size is communications — having people 
know the objectives of the business, and the 
individual systems, regulations and procedures. 
However, we strive to make communications 
work both ways. 

In this company we have discussion groups 
led by individuals permanently assigned to that 
work —so that the entire staff has an oppor- 
tunity to bring up questions and problems. 

Similarly, we have discussion groups among 
our executives. Through what we call an Execu- 
tive Advisory Council—a liaison between the 
discussion groups and top management — we 
coordinate the constructive thinking at all levels. 
Our efforts are aimed at having our executives 
become better leaders. 


Importance of Main Stores 


One of the subjects which is in lively debate 
inside and outside retailing circles is the future 
of downtown department stores. The problem 
varies by cities. It usually varies according to 
the degree of parking which is available and 
the efficiency of the mass public transporta- 
tion system. New York, itself, is very lucky in 
the latter respect. Those of us who live here 
may get annoyed occasionally with the subway 
and bus systems, but certainly they are the best 
in the country — outstanding in terms of getting 
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people around the city easily and still fairly 
cheaply. 

A branch store cannot show the merchandise 
that a main store can. Our Roosevelt Field store 
will have over 320,000 square feet. Yet, that 
store cannot have the assortments we have here 
in New York. We have two acres of furniture on 
our 9th floor; we have an acre and a half of 
housewares in the basement; we offer 155 differ- 
ent kinds of cheese in our grocery department. 
These are just a few examples of assortments 
which it would be impossible to duplicate in a 
branch store. 

People are going to buy their immediate wants 
in the suburban areas — and we go to them with 
our stores, as do other companies. But the main 
store, especially here in New York, is going to 
continue to grow and prosper. 


Growth Ahead 


This 34th Street area in particular, we think, 
is growing. Ohrbach’s has entered this section of 
town. Woolworth’s has moved in across the 
street with the largest store in their chain. A new 
office building is under construction across from 
Macy’s. And there are plans for the largest office 
building in New York over the nearby Penn- 
sylvania Railroad tracks. 

With the estimated increase in population in 
our metropolitan area (covering parts of New 
York, New Jersey and Connecticut) from 
15 million to 20 million by 1975, there will be 
plenty of opportunity for continuing growth in 
the retail business here. We look forward in 
Macy’s New York to substantial and healthy 
progress in this downtown store and in our 
branch stores. 





THE 6% CASH POLICY OF 
MACY’S NEW YORK is supported by a 
large force of comparison shoppers who 


competing New York stores. Here a group 
of security analysts is studying one of 
hundreds of examples of items “‘reduced to 
maintain Macy’s price policy.” 


R. H. MACY & CO., INC. 


BY JACK I. STRAUS 
President, R. H. Macy & Co., Inc. 


THIS MORNING, Mr. Bingham gave you a de- 
scription of Macy’s New York. Now, we will 
discuss the Corporate aspect of our operations. 
At the time of incorporation, in 1919, Macy’s 
consisted only of this store on Herald Square. 
Today, 36 years later, we are a nationwide organi- 
zation of 27 stores [in August, 1955, this number 
became 28], and this Herald Square store now 
represents less than half of our total business. 


Corporate Organ wzation 


In our Corporate organization, we have 11 
members on our Board of Directors, of whom 
three are operating officers—Mr. Chinlund, 
Mr. Bingham and myself. 

We have an Executive Committee of five — the 
three of us mentioned above, Mr. Edwin I. 
Marks and Mr. Donald K. David. Mr. Marks 
has remained with us in this capacity since his 
retirement five years ago, after more than 25 
years of active service with Macy’s. Mr. David, 
Dean of the Harvard Graduate School of Busi- 


ness Administration, has been on our Board 
since 1930 [Mr. David retired as Dean of the 
School in June, 1955]. 

Acting in the capacity of staff assistants to the 
Officers of the Corporation are six Corporate 
Department Vice Presidents, operating in the 
following fields: Personnel and Industrial Rela- 
tions; Planning and Development; Corporate 
Control; Engineering and Construction; For- 
eign Operations; and Corporate Buying. We 
also have a Secretary and General Attorney, and 
the President of our subsidiary, the Garden 
State Plaza Corporation. 

These men all work very closely with us. They 
also travel a good deal. They visit all our Divi- 
sions, advising and conferring with the Presi- 
dents and the other individuals to whom their 
specialties may be helpful. 


Semi-annual Presidents’ Conference 


The activities of the Corporation are coordi- 
nated by means of semi-annual Presidents’ Con- 
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continually check prices and merchandise in all 


ferences. Each January and June, the Presidents 
of our six department store Divisions assemble 
in New York for a three- or four-day meeting to 
discuss policy matters with the Officers of the 
Corporation. The Corporate Department Vice 
Presidents also participate in the Conferences to 
supply their contributions as experts. The policy 
decisions reached at the Conferences are then 
carried out by the Division Presidents with a 
minimum of interference from the Corporate 
Officers. We operate autonomous Divisions, be- 
cause we feel it is impossible for us to make 
operational store decisions effectively from a 
Corporate level far removed from the actual 
store operations. 


Department Store Divisions 


We have six main Divisions. The large stores 
are Macy’s in New York; Bamberger’s in New- 
ark, New Jersey; Lasalle & Koch Company in 
Toledo, Ohio; Davison-Paxon Company in At- 
lanta, Georgia; in San Francisco, Macy’s San 
Francisco; and in Kansas City, Macy’s Kansas 
City. 

In addition, each of these Divisions operates 
one or more branch stores — at the present time 
they total 21 [22, after August, 1955]. Macy’s 
New York operates four, with the fifth now 





under construction; San Francisco has three, 
with one being built and another on the draw- 
ing boards; Kansas City operates one, with a 
second in advanced stages of construction. Bam- 
berger’s operates four branches, with a fifth 
under construction; Davison’s has six branches; 
and Lasalle’s operates three, with a fourth 
to open early this Fall [opened August 15, 1955]. 


Store Organ wzation 


At the head of each Division is a President. 
With one exception, each of these men has been 
trained here at Macy’s New York. The average 
age of the Presidents is under 50, and it may in- 
terest you to know that five of the six have been 
with us 25 or more years. Each Division also has 
one or more Senior Vice Presidents. 

The Divisions are organized into five major 
functional groups — merchandising, store man- 
agement, control, personnel and publicity. The 
top operating executives form what we call an 
Administrative Board, which meets usually once 
a week, and the administrators coordinate their 
own activities through this Administrative 
Board. The size of the Board varies: in Macy’s 
New York, for example, we have 14 adminis- 
trators in merchandising —in most of our Divi- 
sions we have four or five. 


invaluable to buyer and controller — 
is achieved in certain departments 


tickets. Sorted by modern high-speed 
electronic machines, these 

tickets each morning give buyers 

a complete record of 

the previous day’s activity, 

including total sales, item by item. 


VERY FAST SALES REPORTING — 


through a new system of punched price 


SIMPLIFIED SELLING— 

a timesaver for both customer 

and salesclerk — encourages customer 
self-selection by the orderly display 

of our large assortments of merchandise, 
freeing the salesclerk to answer 
questions and complete the sale. It is 
being put to increasing use — as 





Our Type of Store 


We believe that the establishment of the per- 
sonality of a store is very important. This creed 
is a guiding influence in our decisions. Every 
store should have certain interesting character- 
istics, in the form of unique promotional, mer- 
chandising and operating policies, which make 
it readily identifiable and recognizable. 

We are a type of organization that caters pri- 
marily to middle-income groups, and our stores 
reflect this in the merchandise they carry and in 
their physical surroundings. We try to have all 
our stores fit into this pattern. Depending upon 
community needs, however, we do vary our 
merchandise assortments sufficiently to appeal 
to the upper-and lower-income levels. We firmly 
believe that a department store cannot be every- 
thing to everyone, and, therefore, we concen- 
trate our efforts on the middle-income type 
of customer. 

Going into stores in new areas has presented 
at least one important problem — whether we 
should change the name of the acquired store 
to ““Macy’s.” 

We have never changed the names of Bam- 
berger’s, Lasalle & Koch, or Davison-Paxon. 
When we acquired these stores, it was consid- 
ered necessary that any store bearing the Macy 
name had to operate on a cash basis, and, fur- 


pictured here in the 
fishing tackle department. 


thermore, it was recognized that these stores had 
substantial goodwill in their own names. Since 
then, our thinking has changed. When we pur- 
chased stores in San Francisco and Kansas City, 
we decided to change their names. We found 
that, in these cities, as many people knew the 
Macy name as knew the local store and, in their 
suburbs, more people knew Macy’s by repu- 
tation. 


Branch Store Operatio nS 


I would like to add some comments to the 
discussion of branch store development. We 
operate our branch stores on the theory of the 
mother hen and her chicks. As much as possible, 
each main store performs administrative serv- 
ices for its branches. In the merchandising 
function, for example, all buying is done by the 
main store, and a central pool of merchandise is 
established for the Division. The branch stores 
requisition merchandise out of this central pool 
and, generally, have the privilege of returning it 
to the main store if it fails to sell quickly enough. 

Many of our branch stores today are “urban” 
stores, and are either the largest or next-to- 
largest store in the main business district of a 
small, thriving city. These “urban” branches, 
such as in Plainfield, New Jersey, and Augusta, 
Georgia, are important to the cities in which 
they operate. 
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PROTECTING A BIG STORE against thievery is a difficult job. Macy’s New York 
has made very successful use of trained Doberman pinscher “policemen” —who 
even learn to “point” electrical equipment that should have been turned off at night. 


Other branches are of the “‘suburban”’ type — 
in a shopping center, away from the main street 
of a city, as in San Mateo, California, which we 
opened last November, and Roosevelt Field, 
which we are building on Long Island. In a 
shopping center development, the department 
store branch is the most important unit and 
must be able to create its own customer traffic. 

Our branch stores vary considerably in size, 
depending on the size of the community in 
which each is operating. The smallest is about 
23,000 square feet, and we are now in the proc- 
ess of building two with over 300,000 square 
feet. 

We expect to continue our branch store ex- 
pansion program, and, in the future, we hope to 
add main store units. We are always interested 
in the type of expansion that leads to increased 
profits for the Corporation. Expansion, how- 
ever, is always limited by such factors as the 
condition of the economy, the funds available 


to the Corporation, and the availability of 
trained personnel. 
Corporate Buying Office 

Although our Divisions operate autono- 
mously, the field of merchandising is one in 
which all stores cooperate in a joint merchan- 
dising effort, which is coordinated by our Cor- 
porate Buying Office. 

Several times a year, all the buyers of a par- 
ticular department get together in New York. 
They go over lines of merchandise and set up 
quality and price specifications for the goods 
they would like to buy. When the desired items 
are found in the market, joint commitments are 
made, with each store setting its own quota. 

This is not centralized buying. We do not, at 
present, feel that we can run department stores 
in many different communities by centralized 
buying of the chain-store type. 

If any of our stores finds particular items of 


merchandise that sell rapidly, they advise the 
Corporate Buying Office as to how many they 
sold over how long a time, what the prices were, 
and so forth. The Corporate Buying Office cir- 
culates a news bulletin with this information, 
and gives the other stores an opportunity to 
obtain promptly some of these items. 

In addition, our Corporate Buying Office acts 
as buying representative in the New York mar- 
ket for our out-of-town stores. 


Coordinating Our Activities 


I have attempted to give you a picture of how 
we coordinate the knowledge and experience of 
our top people at the policy level, through our 
Presidents’ Conferences, and through our joint 
meetings of buyers and merchandise adminis- 
trators. This policy is carried over to other 
areas as well. Heads of other important func- 


tions — sales promotion directors, controllers, 
personnel directors and store superintendents — 
also hold conferences once or twice a year. 

We believe that the open discussion of prob- 
lems and the interchange of ideas and experi- 
ence in a two-or three-day meeting are decidedly 
productive. We also believe it is beneficial for 
our executives to see our other stores and those 
of our competitors. 

Ours is a business of detail. The day-by-day 
decisions that result in satisfied customers form 
the foundation for a well-run store. Ours is also 
a business of change. No department store ever 
stands still — you either go forward or backward. 
Your store depreciates rapidly, and you either 
keep it up to date by making changes and im- 
provements or it quickly runs downhill. In 
today’s type of world, we have to keep on the 
move. 


MACY’S BUREAU OF STANDARDS has been 
subjecting Macy’s own brands of merchandise 

and competing items to detailed tests for 28 years. 
The analysts are watching an overstuffed chair 

get rough treatment from a 150-pound sandbag 

to see how much punishment it can take. 


COMBINED BUYING POWER of all the 


Corporation’s stores helps to obtain the merchandise they 
want at the best prices such mass purchasing can command. 
The analysts are learning how the Corporate Buying 

and Foreign Offices act as purchasing agents 

in the New York buying area and abroad. 
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EDWIN F. CHINLUND, Vice President and 
Treasurer of R. H. Macy & Co., Inc., told 

the security analysts Macy’s was headed toward 
sales of $400 million a year, was just past its eleventh 
consecutive quarter of increased earnings over the 
corresponding quarter of the previous year 

(this has since become twelve quarters), and is in 
very good financial condition. He discussed in detail 
Macy’s Corporate-wide expansion plans and financing. 


FINANCIAL HIGHLIGHTS AND EXPANSION 


BY EDWIN F. CHINLUND 
Vice President and Treasurer, R. H. Macy & Co., Inc. 


THIS IS A PLEASANT TIME for me to discuss the 
financial status and the profit picture of Macy’s. 
Sales for our last fiscal year ended July, 1954, 
were $340 million. For the year ended January, 
1955, our sales were $359 million. For the year 
ending July 30, 1955, they will exceed $375 
million. 


Headed Toward $400,000,000 Sales 


Sales over the next few years should continue 
to increase, as we add new stores and as our 
recent additions reach maturity. It takes three 
to five years for a new store to reach its initial 
potential. When the present phase of our expan- 
sion program is completed, sales will be well 
over the $400 million mark. 

Part of the increase in 1955 sales is coming 
from the four new stores we opened last year. 
They were not in operation for the full year of 
1954. 
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We have concentrated in recent years upon 
branch stores to supplement our six existing 
main stores. In 1948, branch stores did 10% as 
much business as our main stores. By 1954, this 
proportion of branch store volume to main store 
volume had increased to more than 25%. We 
anticipate that within a few years the branches 
will do over 40% as much business as our main 
stores. 


The Rise Since 1952 


Macy’s hit a low point in earnings in the fiscal 
year ended July, 1952. Net earnings from opera- 
tions — excluding a nonrecurring capital profit 
we had in that year — were only 98¢ a share on 
Macy’s common stock. Since then, due to the 
increase in the number of our branch stores, and 
improved operations in the older units, earnings 
have climbed steadily. 

Earnings for the year 1951 — that is, the year 


ended January, 1952 — were $1.19 a share. In 
1952, earnings increased to $1.47 a share, and, 
in 1953, they went up to $2.05. For the year 
ended January, 1955, we reported $2.52 a share. 
The year ending January, 1956, should bring us 
close to the $3.00 per share mark. 

I would like to say that earnings for those four 
years by quarters show that the improvement 
has been consistent. In nine of the last ten 
quarters, the reported earnings per share have 
been higher than the corresponding quarter in 
the previous year. In the tenth quarter of the 
series, earnings, before our profit-sharing charge, 
were higher than the year before when no profit- 
sharing charge was required. When the figures 
are ready, the quarter just ended on April 30th 
will undoubtedly turn out to be the eleventh 
straight quarter of improvement [the quarter 
ended July 30th was the twelfth]. 


Expansion Plans 


The American consumer market is always 
changing. At present, the population is growing 
faster than it ever has in the history of this 
country, and, as a result, many people are mov- 
ing into new areas—into the suburbs of our 
large cities. What was farmland not long ago — 
in some cases two or three years ago —is filled 
with new middle-income communities. These 
are bread and butter to the Macy organization, 





and we bring our merchandise and our services 
to their doorsteps. Also, we utilize our existing 
central organizations to service these branch 
stores at minimum added cost. 

At the present time we have six new branch 
stores in various stages of development. The 
largest of these will be the Roosevelt Field, Long 
Island, branch of Macy’s New York, and the 
Bergen County, New Jersey, branch of Bam- 
berger’s. Both are scheduled to open in late 
1956 or early 1957. Within the next two years, 
we will open a branch of Lasalle’s in the central 
shopping district of Findlay, Ohio [opened 
August 15, 1955]; a branch of Macy’s Kansas 
City in a shopping center in Mission, Kansas; 
and two branches of Macy’s California in re- 
gional shopping centers in the area around San 
Francisco. 

In California, we are joint participants with 
the Capital Company in the development of 
Valley-Fair, a regional shopping center located 
in San Jose and near Santa Clara, and we are 
associated with the Capital Company and others 
in the development of Bay-Fair, a regional shop- 
ping center south of Oakland in San Leandro. 


Garden State Plaza 


The Garden State Plaza Shopping Center 
which we are developing in Bergen County, 
New Jersey, represents the largest item in our 


USING MECHANIZED TECHNIQUES, 
the Receiving Department in 

Macy’s New York marks and routes 

as many as a million and a half pieces of 
packaged merchandise each week. 

Fast service is achieved by a dozen 

receiving stations throughout the store. 


expansion budget. This is the only case in which 
we own completely the shopping center which 
is being built. 

The Garden State Plaza Shopping Center will 
be an integrated unit located at the junction of 
three major highways — Routes 4, 17 and the 
new Garden State Parkway — and will serve a 
trade area of nearly one million people. 

The site comprises more than 140 acres of 
land, of which we are planning to develop 92 
acres for the shopping center. Various plans are 
under study now for subsequent development of 
the remaining area for industrial or commercial 
purposes. The shopping center itself will ulti- 
mately contain about 1,500,000 square feet of 
rentable space. 

We have scheduled the building of this shop- 
ping center in four stages. The first stage will 
have the Bamberger branch of about 340,000 
square feet—plus an assortment of specialty, 
food and service shops, which will aggregate 
about 440,000 square feet. The first stage will 
provide about half the total rentable space of 
the cent@r as it will be when it is corfipleted. 


The second stage will provide about 300,000 
square feet and will include a junior department 
store of about 85,000 square feet. 

The third stage will provide a second major 
department store, and, in the fourth stage, we 
will add a professional building and some small 
stores. 

This type of development, by stages, is being 
widely used in shopping center construction. 
Under competitive rental conditions it is worth- 
while to spend a little more to build the center 
this way, to avoid the rental risk inherent in too 
rapid construction of such a large center. 

The over-all cost of building the Garden State 
Plaza center will be in the neighborhood of $25 
million. Our analysts have estimated that the 
center as a whole will do an annual business of 
$75 million when developed and completed. 


F mmancing the Expansion 


In the 10-year period ended July 31, 1954, 
this Corporation spent about $90 million for new 
property and equipment. About $73 million or 
81% of the amount was obtained from ‘two 


12,000 PHONE CALLS A DAY come into the telephone order room. This is one of 

the busiest places in the world’s largest department store. Trained operators are placed at a 
battery of 217 stations. Telephone and mail orders represent about 10% of Macy’s total sales 
volume. They furnish the best index to the pulling power of Macy’s famous advertisements. 





sources: (1) depreciation provisions, which gave 
us $32 million; and (2) sales of fixed assets,which 
gave us $41 million. In 1946, the Board of Direc- 
tors adopted the policy of selling certain of our 
major properties to financial institutions, and 
then leasing them back on a long-term basis. 
About 80% of the funds received from the sale 
of fixed assets were obtained by this method. 

In order to provide the remainder of the funds 
needed for our expansion program during these 
years, the Corporation increased its long-term 
debt by $15 million. It issued the equivalent of 
about $2 million in common stock to the people 
from whom we purchased the store now operated 
as Macy’s San Francisco. In addition, the Cor- 
poration sold $10 million of preferred stock to 
two insurance companies. 

As a result of these actions and the earnings 
reinvested in the business, the total capital of the 
Corporation at July 31, 1954, was $125,138,000. 
Of this, 26% represents long-term debt, and the 
remaining 74% is preferred and common stock- 
holder investment. 

Thé long-term debt consists of 25-year 274% 
sinking fund debentures, due November 1, 1972, 
in the amount of $18,147,000. That is the net 
after dedueting $653,000, which we have in the 
treasury to take care of sinking-fund require- 
ments. The balance is 334% promissory notes 
maturing from 1959 through 1973 in the amount 
of $15 million. 

Our preferred stock includes two issues — the 
one I referred to, which was sold to two insur- 
ance companies, and the remaining issue of 
$16,165,000 which was issued to common stock- 
holders as a dividend in 1944. 

The equity of our common stockholders is 
$65,826,000. 


Future Capital 


I have already discussed the Corporation’s 
expansion program as currently determined. 
This includes projects which are now in process, 


and some which are still in the preliminary plan- 
ning stage. It is confidently believed that a large 
part of the program can be completed with funds 
derived from the depreciation provision, and 
from further pursuance of our sale and lease- 
back policy. 

In connection with the completion of our 
Garden State Plaza Shopping Center, we shall 
negotiate construction loans concurrently with 
the planning for definitive financing of the total 
project. 


Working Capital 


While the expansion program has necessitated 
a large increase in working capital, this need was 
met during this period principally by the adop- 
tion of the policy of selling customers’ accounts 
receivable — that is, deferred payment accounts, 
including our Cash-Time accounts in Macy’s 
New York — to banks. This policy has been 
adopted by many retailers. 

Since 1948, about $21 million has been derived 
from this source, and it is anticipated that addi- 
tional amdnnts will be similarly secured” in the 
future. 

On our January 29, 1955, balance sheet, we 
show that we had a total of $48.9 million in 
installment and deferred payment accounts, of 
which we sold $31.7 million to the banks, and 
we ourselves own $17.2 million. Obviously, if we 
want to raise more funds, we can still sell addi- 
tional installment accounts. 

In following the financial policy we have 
adopted, we are making every effort to refrain 
from tying up the Corporation’s funds in fixed 
assets. We prefer to keep funds available for in- 
vestment primarily in inventories, receivables 
and other current assets. 

In January, we sold fixtures and equipment in 
some of our stores on a sale and leaseback ar- 
rangement. This type of financing has been used 
by retail chain organizations, particularly food 
chains, for a long time. 
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With that kind of arrangement available to us, 
we can finance our program for a long period of 
time and keep our investment, if we wish to, in 
inventories, receivables and other current assets. 


Dividend Polvcies 


Macy’s has paid a cash dividend to its common 
stockholders in every year since 1927. In the last 
10 years we have paid out about 70% of our net 
earnings to preferred and common stockholders. 
Our recent dividend rate on common stock has 
been 40¢ a share, each quarter, for the last 
10 quarters. We expect to continue this dividend 
and to increase it when the level of our earnings 
seems to the Directors to warrant a larger 
dividend. 


Retirement, Pension and 
Stock Option Plans 


A word now about our Retirement System. 
Macy’s established its Retirement System in 
1944, under United States Treasury Department 
regulations. The Retirement System is in two 
parts—a Pension Plan and a Profit Sharing 
Plan. The cost of both is borne by the Corpora- 
tion. We have taken care of all of our past 
unfunded liability under the Pension Plan. Our 
only cost is to provide for current service as we 
go along. The net assets of our two plans are 
about $22 million. 

Of our 24,000 employees, more than 12,000 
are members of the Pension Plan. Of these 
12,000 members, more than 7,000 also partici- 
pate in the Profit Sharing Plan. Employees 
participate after three years’ service. 

The Profit Sharing Plan distributes a percent- 
age of Corporation profits to employees based 
upon individual salaries in excess of $3,000 per 
year. The Plan does a job of satisfactorily pro- 
viding retirement for higher-income people. 

The cost of our Pension Plan has come down 
in recent years, since the Pension Plan supple- 
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ments the Federal Social Security payments, and 
these have been increased by law. The cost of the 
Profit Sharing Plan is dependent upon profits, 
and no payment is made to it if to do so would 
reduce earnings below $1.60 a share. 

At our annual meeting last year we adopted a 
Stock Option Plan as recommended by the Com- 
mittee on Nominations and Salaries of Officers 
of our Board of Directors. None of the commit- 
tee members is in the management of the Corpo- 
ration. This Plan makes available 150,000 shares 
of common stock for stock options. The Plan 
provides that stock be distributed on the basis 
of 100% of market value on the day that it is op- 
tioned, and it is to be issued to key executives. 
It is on a 10-year stock option purchase basis. 
The first 10% becomes available 18 months from 
the date of grant, and after that 10% on each 
anniversary of the grant, until the ninth anniver- 
sary, when the final 20% becomes available. To 
date we have granted options for about half of 
the 150,000 shares authorized by the Board of 
Directors. 


Forward Plann ing 


One of the things we do semi-annually at our 
Presidents’ Conference is to take a look at the 
coming six months and the coming year. We 
prepare a plan of estimated sales and estimated 
profits by our Divisions and by our stores. At 
each meeting we review our operating results 
and compare them with the plans made at the 
previous meeting. 

Our sales plans for the year 1955 are in excess 
of $380 million. Profit plans are approximately 
$3.00 per share of common stock. These figures 
obviously are based upon a continuation of 
present economic conditions, but we have fin- 
ished the first quarter of the year, and up to date 
we are running very close to planned sales and 
profits. This is our plan; we are working toward 
it; we expect to accomplish it. 
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SALES OF OVER $375 MILLION set a new record for R. H. Macy & Co., Inc. 
Present expansion plans call for sales well over $400 million by 1957. The chart above 
portrays the ten-fold growth in sales from incorporation in 1919 to the present. Since 1941, 
the Corporation has developed from four stores (Macy’s in New York, Bamberger’s in 
Newark, Davison’s in Atlanta and Lasalle’s in Toledo) into a nationwide merchandising 
enterprise operating six main stores with 22 branches. Five more branches are now under 
construction or in planning stages. Sales have grown particularly during the last 15 years of 
expansion — from $135 million in 1940 to $376 million for the fiscal year ended July 30, 1955. 
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